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Pens 


To The Shareholders 


The Board of Directors is pleased to submit the following annual report of 
the Company for the year ended September 30, 1970 together with the 
financial statements and auditor’s report as of November 10, 1970. 


Oil Patch’s business is directly dependent upon exploration and 
development for oil and gas in Canada, and to a lesser extent in Alaska. In 
all categories - drilling footage, development completions and exploration 
completions from January to September, 1970, the industry suffered a 
decline in activity as compared to 1969. Oil Patch’s earnings reflect this 
decline. The company’s earnings were also affected by start up expenses 
associated with the new building and machine shop which will be completed 
for full utilization on January 15, 1971. We have increased the size of 
this facility by 250%, from 8400 square feet to 28,400 square feet. The 
increased working efficiency and business potential effected by this 
expansion will be experienced in the coming year. 


The rental division of the company as opposed to the machine shop and 
fabrication division had a dramatic increase in profits despite the general 
decrease in industry activity. For this reason, additional working capital 
will be made available to this division as needed. 


Barring a major discovery in the Arctic or off the East Coast, we anticipate 
that the coming year will be slightly ahead of last year as to industry 
activity. But more importantly, we believe that Oil Patch’s profits will 
favorably reflect the utilization of its new fabrication division and machine 
shop. 


Points of Specific Interest 


Your company has proceeded in certain areas of expansion using the 
proceeds derived from the sale of 300,000 shares in January, 1970; 


(1) Rental Division 


Approximately $800,000 worth of equipment was added to this division 
during the year at cost. As mentioned before this division gave us a most 
favorable return, although a general price increase was instituted too late in 
the fiscal period to effect earnings. It is felt that it will help earnings in 
1971. 


(2) Sales Division 


We continued to attend auction sales in the southwestern United States 
during the year searching for good used equipment for both the rental and 
sales divisions. Although it was a disappointing year, sales-wise, we 
increased our resale inventory approximately $140,000. We feel that we 
will recoup this in the coming year. It should be pointed out that this 
division and the rental division are affected in opposite ways by the 
economy. When exploration activity is strong, sales increase while during 
depressed times, our customers prefer to rent. 


(3) Machinery and Fabrication Division 


As mentioned previously, proceeding with the construction of the physical 
plant and installation of the equipment in this division has had the most 
disappointing effect on our anticipated earnings for this year. However, 
completion of the $350,000 addition by the second quarter should have 
the reverse effect. 


(4) Northern Continental Development 


We completed a leased building situated on ten acres of land in Fairbanks, 
Alaska. This facility could be easily stocked for business as soon as the 
North Slope of Alaska is developed. This is not anticipated until the 
building of a pipe-line is announced. Mae Pe 
A building site at the airport subdivision in Inuvik, NeW. T. has been leased. 
It is anticipated that we could service the MeKenzié River Delta and Arctic 
Island Areas. The recent gas discovery on King Christain Island has created 
great interest in this area. It is of interest to note that one of our SM Sele 
Tip Moroney is a consultant on this well. t sac 


(5) Eastern Coast tes De 


We are watching the recent exploration progress off the Eastern Canadian 
Coast and have quoted on some equipment rentals in this area. A small 
amount has been presently rented and by next summer this area should be 
even more active. 


(6) General 


In general, the Management of your Company wish to emphasize to you 
that although we are a new public company our key personnel and 
Directors have proceeded cautiously in this period of slower activity. Our 
financial position is very favorable and we will continue to look for 
acquisitions in closely related fields which will make future growth more 
predictable. 


December 23, 1970 Donald L. Chandler 
Edmonton, Alberta President and Chief Executive Officer 


OIL PATCH EQUIPMENT SALES & RENTAL LTD. 


STATEMENT OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED SEPTEMBER 30, 1970 


REVENUE 


EXPENSES 


Cost of sales and other 
expenses 


Interest on long-term debt 


Depreciation 


Operating profit 


Provision for (recovery of) 
income taxes 


Current 


Deferred 


Earnings before 
extraordinary item 


Gain on sale of trucking 
fleet, net of tax 


NET EARNINGS 
Retained earnings at 


beginning of year 


RETAINED EARNINGS AT 
END OF YEAR 


NET EARNINGS PER SHARE 
(Weighted average outstanding) 


1970 


32097027 


2,148,828 
10,074 
307,526 


2,466,428 


431,099 


71,274 


125,673 
196,947 


234,152 


234,152 


644,917 


$ 879,069 


28 c 


1969 


$ 3,134,509 


2,326,496 
10,352 
213,205 


2,550,053 


584,456 


239,071 


__38,654 
277,725 


306,731 


308,731 


338,186 


$ 644,917 


50c 


1968 


eA od 8) 


1,499,281 
10,589 
196,884 


1,706,754 


69,065 


54,827 
(27,585) 


2724) 


41,823 


44,245 


86,068 


252,118 


$ 338,186 


14c 


The accompanying notes are an integral part of this financial statement. 


Assets 


CURRENT ASSETS 
Cash 
Accounts receivable 
Income tax refundable 
Inventory, at the lower of cost and net 
realizable value 
Prepaid expenses 


7%% SECOND MORTGAGE, due from the 
president 


PROPERTY AND EQUIPMENT (note 1) 
Accumulated depreciation 


Signed on Behalf of the Board 


D.L. CHANDLER, DIRECTOR 
L.C. GARRIES, DIRECTOR 


1970 


$ 57,741 
566,844 
10,274 


654,830 
22758 


1,302,447 


24,731 


2,883,505 


1,001,029 


1,882,476 


OIL PATCH EQUIPME 
BALANCE SHEET A 


1969 


Semel, Go2 
631,736 


492,999 
13,885 


1,140,252 


28 ,000 


1,868,495 
830,672 


1,037,823 


$ 3,209,654 $ 2,206,075 


The accompanying notes are an integral part of this financial statement. 


ES & RENTAL LTD. 
PTEMBER 30, 1970 


Liabilities 1970 1969 
CURRENT EIABIEINIES 
Bank indebtedness $ - > 375,243 
Accounts payable and accrued liabilities 305,030 669,406 
Income taxes - 227-207 
Current maturities on long-term debt 4,245 3,920 
309,275 (| Paris) ExS16 
LONG-TERM DEBT (note 2) 180,471 185,034 
DEFERRED INCOME TAXES 225,093 100,180 
Shareholders’ Equity 
CAPITAL STOCK (note 3) 
Authorized 
2,000,000 shares of no par value 
Issued 
912,036 shares 1,614,986 108 
RETAINED EARNINGS 879,069 644,917 
2,494,055 645,025 


AUDITORS REPORT 


TO THE SHARE HOLDERS 
OIL PATCH EQUIPMENT SALES & RENTAL LTD. 


$3,209,654 $2,206,075 


We have examined the balance sheet of Oil Patch Equipment Sales & Rental Ltd. as at 


September 30, 1970 and the statements of earnings and retained earnings and source and 
application of funds for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as 
we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of the 
company as at September 30, 1970 and the results of its operations and the source and 
application of its funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


RIDDELL, STEAD & CO. 
Chartered Accountants 


Edmontan, Alberta 
November 10, 1970 


OIL PATCH EQUIPMENT SALES & RENTAL LTD. 
STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED SEPTEMBER 30, 1970 


SOURCE OF FUNDS 


Net earnings 


Non-cash charges 
Depreciation 


Deferred income taxes 


Funds provided by operations 


Sale of fixed assets 
Payments on 74% second mortgage 


Issue of capital stock 


APPLICATION OF FUNDS 


Purchase of fixed assets 


Reduction of long-term debt 


INCREASE (DECREASE) IN WORKING CAPITAL 


Working capital deficit at beginning of year 


WORKING CAPITAL (DEFICIT) AT END OF YEAR 


The accompanying notes are an 


1970 


$ 234,152 


307,526 


125;573 


667,351 


230,937 
3,269 
1,614,878 


2,516,435 


1,383,116 
4,563 


1,387,679 
1,128,756 


135,584 


$ 993,172 


integral part of this financial statement 


1969 


$ 306,731 


213,205 
38,654 


558,590 


141,153 
2,000 


701,743 


724,262 
65,888 


790,150 
(88,407) 
47,177 


$(135,584) 


OIL PATCH EQUIPMENT SALES & RENTAL LTD. 
NOTES TO FINANCIAL STATEMENTS 
SEPTEMBER 30, 1970 


PROPERTY AND EQUIPMENT 


Property and equipment comprise the following: 


Accumulated 1969 
Cost Depreciation Net Net 

Land and improvements $ 60,411 $ 16,669 $ 43,742 $ 39,443 
Buildings 427,913 5b 219 372,694 150,185 
Rental equipment 1,976,292 768,400 1,207,892 674,031 
Automotive equipment 156,778 89,355 67,423 78,676 
Shop equipment, furniture 

and fixtures 262,111 71,386 190,725 95 488 


$ 2,883,505 $1,001,029 $1,882,476 $1,037,823 


Depreciation has been provided in the accounts on the straight-line method 


based on the estimated useful asset life. 


LONG-TERM DEBT 
Long-term debt consists of: 
72% Mortgage on land, 


monthly instalments 
including interest. 


repayable in 
of $1,166 


Agreement to purchase, secured by 
specific rental equipment and re- 
payable from proceeds of rental or 
sale of said equipment 


Less current maturities 


CAPITAL STOCK 


1970 1969 
$ 134,254 $ 138,172 


50,462 50,782 
184,716 188,954 
4,245 3,920 

$ 180,471 $185,034 


On December 3, 1969, the Company was converted to a public company and the 
share capital of the Company was reorganized so as to (i) sub-divide 108 issued 
shares 5,667 for 1, (ii) increase its authorized capital to 2,000,000 shares 
without nominal or par value which may be issued for an aggregate consideration 


not exceeding $8,000,000. 


The following summarizes the share transactions during the year: 


Shares issued at September 30, 1969 


Shares resulting from _ capital 
reorganization and subdivision 

Shares issued at $5.50 each under 
the terms of an _ underwriting 
agreement dated December 5, 
1969, less expenses of issue. 


108 $ 


_ 300,000 


Shares Consideration 


108 


612,036 $ 108 


1,614,878 


912,036 $1,614,986 


The Company has reserved 50,000 shares under its stock option plan for 
directors, senior officers and certain key employees. At September 30, 1970 
options had been granted with respect to 25,000 shares exercisable on or before 
December 4, 1974 at a price of $5.40 per share. 


STATUTORY INFORMATION 


Remuneration paid during the year to directors and senior officers of the 
company totalled $179,427 (1969 — $176,450). 


COMMITMENTS 


Until 1974 the company has a commitment to pay building and equipment 
lease rental of $23,000 annually. 
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